MONTHLY REVIEW 


AGRICULTURAL AND - BUSINESS CONDITIONS (iB 
IN THE 
NINTH FEDERAL RESERVE DISTRICT 


Serial 
No. 307 ) 


ol. 7 


Business volume declined slightly during June but 

ne at the highest June level im recent years. Mem- 

p peal loans and deposits increased moderately 

g the quarter ended June 30. Farm income de- 

d during June. Farm prices declined but were 
higher than in June 1939. 


BUSINESS 


_ The volume of business in this district declined 
ightly during June but as in the 8 preceding months 
"was at the highest level for the month in recent 
"years. The adjusted index of bank debits at 94 cities 
‘declined sharply from the high May level, due in 
ge part to the practical completion of the mar- 
keting of Commodity Credit Corporation loan 
wheat. The bank debits at farming centers and coun- 
‘try check clearings indexes also declined, but by 
/ latively smaller amounts. Sales at city department 
stores declined more than seasonally from the high 
Hevels of April and May and sales at country de- 
F artment and general stores declined slightly, reduc- 
ing the adjusted index from 104 in May to 103 in 
une. Country lumber sales also declined more than 
Te ecenally. All of the above mentioned indexes, 
‘however, were at the highest June level since 1929 
‘or 1930. Both miscellaneous and other freight car- 
oadings continued to increase during June and were 
‘at the highest level for the month since 1937. Em- 
ployment in Minnesota during June increased for the 
Rith consecutive month and was the highest for June 


isince 1937. 


Northwestern Business Indexes 
(1929-193 1=100) 
dune 


Bank debits—94 cities 

Bank debits—farming centers. . 

‘Country check clearings 

‘City department store sales. 

City department store stocks. . 
country department store sales. 
ountry lumber sales 

Miscellaneous carloadings 

‘Total carloadings (excel. miscellaneous) 
ployment inn. (1936100) 109 

Farm prices—Minn. (1924-26=100) 65 


Total building and construction in this district as 
‘Teported by the F. W. Dodge Corporation continued 
to increase during June and was 22% larger than a 
year ago. This was the largest building volume for 
june since 1931 with the exception of 1937 and was 
‘the first month this year that construction was 
Jarger than one year earlier. Residential building de- 
‘ ined seasonally but continued to be about one- 

hird larger than a year ago. Commercial and indus- 

trial building became more active and was the 
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largest for the month since 1937. Public works con- 
struction contracts increased sharply to the highest 
level for June since 1932 and accounted in large 
part for the i increase in total building and construc- 
tion. i issued in 73 cities and towns 
in this district during June were more numerous and 
total valuation was 27% larger than in June 1939. 
Cities reporting increases were well distributed 
throughout the district but Minnesota cities recorded 
the largest gains. 


Warranty deeds and recorded in Hen- 
nepin and Ramsey Counties declined seasonally dur- 
ing June but continued to be the most numerous for 
the month for more than a decade. 


Business failures in June were smaller both in 
number and in dollars of liabilities than in May and 
were the smallest for June since 1919. Non-farm 
real estate foreclosures declined during May and 
were substantially smaller than in any other May in 


recent years. 


Sales at Department Stores pas 


No. of % June194®@ % 1940 
Stores of June 1939 of 1939 
Mpls., St. Paul, Duluth-Superior 
Country Stores 
Minnesota 
Central Minnesota 
Northeastern Minnesota 
Red River Valley Minnesota... . 
South Central Minnesota 
Southeastern Minnesota 
Southwestern Minnesota 
Montana 
Mountain 


North Dakota 
North Central North Dakota.... 
Northwestern North Dakota .... 
Red River Valley North Dakota. 
Southeastern North Dakota 
Southwestern North Dakota... 
Red River Valley—Minn. & N. D.. 
South Dakota 8 
Southeastern South Dakota..... 
Other Eastern South Dakota. ... 
Western South Dakota 12 
Wisconsin and Michigan 
Northern Wisconsin & Michigan 31 
West Central Wisconsin 36 
Total District 


Department store sales in this district during June 
continued to be larger than a year earlier. Sales at 
city stores were 2% larger while country stores re- 
corded a gain of 6%. Sales increases were almost 
universal throughout the district with only two sec- 
tions showing slight declines. During the first half 
of 1940, department store sales in the district were 
6% larger than in the corresponding period of 1939. 
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Country stores experienced an 8% gain compared 
to 4% for the city stores, Every retail trade section 
in our district had a larger volume of sales during 
the first six months of 1940 than during the first 
half of last year. 


Retailers’ collections on accounts and notes re- 
ceivable at 43 stores were poorer than one year 
earlier. While actual collections were larger than a 
year ago, the percentage collected of receivables at 
the beginning of June was smaller than in the pre- 
vious month or in June 1939. Wholesalers’ collec- 
tions improved during June and were better than 
one year earlier. The turnover of outstandings at the 
beginning of the month averaged more than one 
time monthly whereas in June 1939 it was slightly 
less than once. 


City department store inventories declined sea- 
sonally during June and on June 30 were only 2% 
larger than on that date last year. Country depart- 
ment store inventories declined as usual during June 
and were 3% larger at the end of the month than 
one year earlier. Wholesalers’ inventories on June 
30 were smaller than one month earlier but were 3% 
larger than on June 30, 1939. 


Iron mining activity increased again in June and 
was operating at a near-capacity rate. More than 9.5 
million tons of iron ore were shipped from upper 
lake ports compared to 5.6 million in June 1939. 
In only one other June since 1929 has more than 9 
million tons been shipped and that was 10.1 million 
in 1937 when stocks were unusually low and steel 
mill operations exceptionally high at the opening of 
the season. Iron ore stocks at Lake Erie docks and 
furnaces on July | were smaller than usual and iron 
ore consumption during June exceeded five million 
tons, the largest for June since 1929. Copper pro- 
duction declined slightly during June but was 60% 
larger than in June 1939 and was the largest for 
June since 1937. 

The volume of manufacturing production in this 
district during June as indicated by the lines 
mentioned below declined slightly from the May 
level but was higher than a year earlier. Flour pro- 
duction declined more than usual during June and 
flour shipments dropped sharply whereas an increase 
in shipments usually takes place at this season. Ship- 
ments of linseed oil increased somewhat to the 
highest level for the month since 1929 but linseed 
oil cake shipments declined more than _ usual. 
Slaughterings of cattle and calves declined and were 
smaller than in 1939. Slaughterings of sheep de- 
clined seasonally but were larger than the unusually 
small June 1939 kill. Hog slaughterings increased 
whereas a decline is usual during June and were 
about 60% larger than a year ago. The cut of lum- 
ber declined in June but lumber shipments were un- 
changed from May. Lumber cut, however, was a 
little larger than in June 1939 whereas lumber ship- 
ments were slightly smaller. The Minnesota index of 
manufacturing employment advanced from 103 in 
May to 106 in June. The index was 102 for June 
1939. Electric power utilized during May in Minne- 
sota, North and South Dakota increased seasonally 
and was 8% larger than a year earlier. 


BUSINESS TRENDS 
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er business activity indicators that were as 
high or higher in June than a year earlier were car- 
loadings of coal, coke and livestock; new automo- 
bile and life insurance sales in our four complete 
states; and wholesales of hardware, paper and 
tobacco products. Indicators that were lower than a 
year earlier were carloadings of grain and less-than- 
carload freight; net telephone installations in the 
Twin City area; and wholesales of groceries, auto- 
motive, plumbing and heating supplies. 


BANKING 


Deposits at all member banks advanced moder- 
ately during the second quarter of 1940 and on June 
29 were $454 million, about 11% higher than one 
year earlier. Loans also increased slightly as a result 
of a continued advance at country banks which was 
only partially offset by the decline at city banks. 
Loans on June 29 were at the highest level since 
1932 and were about $100 million larger than the 
post-1929 low reached during the first quarter of 
1935. Investment holdings continued to decline both 
at country and city banks chiefly as the result of a 
further liquidation of United States government 
obligations. Government bond holdings as well as 
total investments on June 29 were at the lowest level 
since early in 1936. 


Selected Items from June 29, 1940 and March 26, 1940 
Called Reports, in Millions of Dollars 


City (weekly Country (non-weekly 

reporting) Banks reporting) ks 
6-29 3-26 
1946 1940 Change 1940 1940 Change 
Earning Assets 
Total Loans & Discounts.. $189 $192 $— $176 
U. Ss. . 164 171 120 
Sec. of States, Counties, 

Municipalities, etc. ........ 26 51 ~- 
“All Other” Securities. 18 1 34 35 — 

Total Earning Assets...... $397 $380 


Deposits 

Ind., Part. & Corp. (dem.) $264 
Ind., Part. & Corp. (time) 117 
U. S. Gove: . 


$171 $+ 5 
123 _ 


5 
$+1 $+ 1 
4 —2 


Country member bank deposits rose slightly be- 
tween the latter half of May and the latter half of 
June to the highest level in recent years. Earning as- 
sets and reserves held at the Federal Reserve Bank 
were unchanged, the entire increase in deposits be- 
ing redeposited with correspondent banks. Com- 
pared with the latter half of June 1939, deposits 
were $36 million larger, of which $8 million has 
been placed in earning assets, $8 million in reserves 
with us, and $20 million in balances with correspon- 
dent banks. Excess reserves continued to remain at 
a near record level. 


City member bank deposits reached an all-time 
peak of $623 million on July 3, but receded by 
about $5 million during the following two weeks. 

to customers recovered slightly during June 
after a sharp decline during May but remained un- 
changed during the first two weeks of July. About 
$4 million of mvestments were liquidated during 
June, reducing investments during the first half of 
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July to the lowest level in more than a year. Total 

and due from banks increased $20 million dur- 
ing June to $276 million on July 3 but declined 
somewhat during the first half of July. Excess re- 
serves continued the irregular decline started in May 
and on July 17 amounted to $35 million. 


Short-term commercial paper rates were un- 
changed during June but the volume of paper out- 
standing declined sharply from the large May 31 
volume. On June 30, the amount of paper outstand- 
ing was the largest for that date since 1935. 


AGRICULTURE 


Farmers’ cash income in June as computed from 
terminal receipts and prices of seven products (ex- 
cluding government payments) declined during 
June and was somewhat smaller than one year 
earlier. Income from hogs, dairy products, potatoes 
and flax was substantially larger than in June 1939 
but income from wheat and rye was much smaller. 
The maturity of Commodity Credit Corporation 
loans on wheat and rye was one month earlier this 
year than in 1939 with the result that the marketing 
of the previous year’s production of these grains was 
practically completed by June whereas the volume 
was very large in June 1939. 


The USDA estimate of cash income in May in our 
four states from farm marketings alone was 12% 
larger than in May 1939. Total farmers’ cash in- 
come (including government payments), however, 
was | 1% smaller than one year earlier. Total income 
in Minnesota and South Dakota was as large or 
larger than one year earlier, but North Dakota and 
Montana farmers had substantially smaller incomes. 


Agricultural product prices were mostly lower in 
June than in May but were slightly higher than in 
June 1939. Grain prices suffered a sharp decline 
during June to a level only slightly above one year 
earlier. Hog, lamb and veal calf prices dropped 
rather sharply during June while cattle prices exper- 
ienced only a small decline. Prices for all classes of 
cattle were as high or higher than in June 1939 but 
hog and sheep prices were lower. The price of butter 
was reduced about one cent a pound which was 
about three cents above a year ago. Egg prices de- 
clined about 10% and were slightly below June 
1939. Chicken prices were lower than in May but 
were somewhat higher than a year ago. The Minne- 
sota farm price index declined seven points during 
June to 65% of the 1924-26 average. The June 
1939 index figure was 63. 


USDA July 1 indicated production estimates for 
crops in the four complete states in this district were 
about the same as the 1939 production and were 
substantially larger than the 1929-38 averages. 
Numerous recent reports from the Dakotas and 
Montana stated that crop deterioration since July | 
had been widespread and sharp in several important 
producing territories in those states, and unless 
heavy rainfall was received immediately, harvested 
production could not be expected to be as large as 
was indicated on July |. 
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USDA July 1 Crop Forecast for Minnesota, North Dakota, 
South Dakota and Montana with Comparisons 


1940 1939 1929-38 
(Thousand Bushels) Indicated Harvested Average 
Bread Spring Wheat......... 127,161. 122,430 101,418 
Durum Wheet 5 +5254. 68' 34,954 34,360 29,610 
Winter Wheat. 06555. o. ss as 24,165 25,412 14,297 
Mee. Sos ake ec rt ees eee 18,828 19,628 19,306 
Pee foe, ac cc ee ieee 21,819 16,143 9,936 
ME AG Lee eee eae 114,234 120,147 95,977 
GS oe coe eh a kat sae 235,264 238,880 206,390 
ee es oe ee cS eat 225,802 270,407 204,360 
Pues 204 6 Sia s eee 37,935 38,270 37,045 
Tame Hay (in tons)......... 8,395 8,486 7,216 
(Thousand Acres Harvested) 
Bread Spring Wheat......... 12,050 10,984 11,336 
Darel Waieh 3... 5 veces SS 3,330 3,066 3,035 
Water Wheto ot 1,446 1,339 961 
PRS Gia e cs trent we 2 1,476 1,924 1,583 
POs ees chee teeeex fs 2,616 1,921 1,755 
Yn io vie oe eek eat 5,621 5,452 5,264 
CM cet. Chines each e ees 7,940 7,359 7,600 
RAM 8 a sock hak cde cas 8,290 8,344 9,872 
WENO os 8s Sox see as 475 451 511 
SOE kd ce ah w ec ahs 6,159 6,185 6,379 


Receipts of cattle and calves at South St. Paul de- 
clined during June but were slightly larger than in 
June 1939. During the first half of 1940, cattle re- 
ceipts were in about the same volume as during that 
period of 1939 but calf receipts were 9% smaller. 
During this period, only 63 thousand Canadian cat- 
tle were received compared to 97 thousand during 
the first half of last year. Slaughterings of cattle and 
calves were smaller than in June 1939. During the 
first six months of 1940, cattle slaughterings were 5% 
and calf slaughterings 24% smaller than during that 
period of 1939. The fact that in spite of larger cattle 
numbers on January |, 1940, receipts have been 
smaller than a year ago and slaughterings relatively 
smaller than receipts is a good indication that farm- 
ers in our territory are continuing to increase the size 
of their herds. The Livestock Situation reported: “In 
1938 and 1939 cattle numbers increased and cattle 
and calf slaughter was reduced. Present indications 
are that cattle numbers will continue to increase dur- 
ing the next few years.” 


Even though slaughterings were somewhat smaller 
than a year ago, it would appear that farmers’ cash 
income from beef cattle herds in this district was 
about as large in June as one year earlier since cattle 
prices were somewhat higher than in June 1939. 


Shipments of stocker and feeder cattle and calves 
from South St. Paul during June were larger than 
in May but somewhat smaller than the large ship- 
ments during June 1939. Shipments during the first 
six months of 1940 were smaller than the unusually 
large volume during that period of 1939 but were 
substantially larger than during the first half of 1937 
and 1938. The Livestock Situation stated: “A 
strong demand for breeding stock has been reported 
in this area this spring and if western range condi- 
tions continue favorable in the next few years, the 
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number of cattle in the Great Plains area may in- 
crease considerably.” 


Hog receipts at South St. Paul continued at the 
May level during June, were 37% larger than in 
June 1939 and were the largest in any June since 
1927. During the first half of 1940, hog receipts 
were more than half again as large as during that 
period of 1939. The Livestock Situation reported: 
‘Business and industrial conditions which affect the 
domestic consumer demand for meats improved 
during May and early June. Some further improve- 
ment is in prospect for this summer and demand 
conditions probably will be substantially more favor- 
able than in the summer of 1939.” 


The 1940 spring pig crop in the Ninth District 
was estimated to be 7.4 million head compared to 
7.5 million in 1939, 5.9 in 1938 and 4.9 in 1937. 
The spring pig crop in the entire United States was 
estimated to be 48 million head, 8% smaller than 
the 1939 spring crop and a substantially larger de- 
cline than was experienced by this district. The num- 
ber of sows to farrow in the fall season of 1940 is 
indicated as 12% below a year ago for the entire 
United States compared to a 4% decline for our 
territory. 


Receipts of sheep and lambs at South St. Paul 
increased seasonally during June and were nearly 
one-quarter larger than a year earlier. The increase 
over one year earlier can be largely accounted for 
by the late development of the 1939 Washington 
lamb crop and consequently spring lamb market- 
ings in large volume did not start until July last 
year. Receipts during the first six months of 1940 
were 9% larger than during the corresponding 
period of 1939. The Livestock Situation reported: 
“It now appears likely that the total 1940 lamb 
crop for the Western and Native States combined 


may be about the same as or a little larger than the 
1939 crop.” 

Commercial hatchings of chicks in the United 
States during June were 11% larger than one year 
earlier. This was the first increase this year, reflecting 
the improvement in broiler prices in relation to grain 
prices which started during the latter part of April. 
Minnesota recorded an increase of 38% over June 
1939. Cumulative hatchings in the United States for 
the first six months of 1940, however, were 12% 
smaller than during the corresponding period of 
1939. The six month cumulative production of 


turkey poults was 19% below that period last year. 


Cold storage holdings of butter increased season- 
ally during June but on July | continued to be at 
a lower-than-usual level at that season. Egg and 
poultry stocks increased more than usual during 
June and were larger than the five year median for 
July 1. Storage supplies of all classes of meat were 
above normal on July | with beef, pork and lamb 
& mutton being 12%, 34% and 64% respectively 
above the five year median. Lard stocks increased 
further during June and were substantially more 
than double the July | five year median. Cold stor- 
age stocks of all of these items with the exception 
of butter were larger than on July 1, 1939. 
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INDUSTRIAL PRODUCTION 














1934 


1936 1936 1937 1938 1939 


Index of physical volume of production, 


adjusted 


for seasonal variation, 1923-1925 


average—100. By months, January 1934 
to June 1940. 








1934 


1935 1936 1937 1938 1939 1340 


Indexes of value of sales and stocks, ad- 
justed for seasonal variation, 1923-1925 
average—100. By months, January 1934 to 
June 1940. 


WHOLESALE PRICES OF BASIC COMMODITIES 


8s 3 88 8 8 88 





Federal Reserve groupings of Bureau of 
Labor Statistics data. Thursday figures, 
January 4, 1934 to July 11, 1940. 


MONEY RATES IN NEW YORK CITY 


1938 1939 1940 


For weeks ended January 6, 1934 to July 


13, 1940. 


National Summary of Business Conditions 


COMPILED BY THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE 
SYSTEM, JULY 18, 1940 


Volume of industrial production increased rapidly during June and rose some- 
what further in the first half of July. Distribution of commodities through retail and 
wholesale markets and by rail continued active. 


PRODUCTION: The Board's seasonally adjusted index of industrial produc- 
tion advanced from 106 in May to 114 in June. In that month, as in May, increases 
in activity were most marked in the iron and steel and textile industries where 
declines earlier in the year had been greatest. 


Steel ingot production rose from 60 per cent of capacity at the beginning 
of May to 87 per cent in the latter part of June and was maintained at about that 
level in the first three weeks of July. Production of coke and pig iron showed similar 
sharp increases and iron ore shipments down the Lakes were at near-capacity levels. 
Demand for steel was general as most domestic steel-consuming industries were 
operating at high rates. Exports of steel, which had declined in April, rose to earlier 
high levels in May and June, amounting to about 10 per cent of steel-producing 
capacity. 


Automobile production, which had begun to decline in May, continued to 
decrease in June and the first half of July reflecting in large part seasonal influences. 
Retail sales of automobiles were in large volume and dealers’ stocks of new and used 
cars declined from the high levels prevailing earlier. 


In the textile industry there was a further sharp advance in activity at woolen 
mills, and at cotton mills output was reduced less than seasonally. Rayon produc- 
tion was maintained at earlier high levels while at silk mills activity remained near 
the unusually low rate reached in May. 


Coal production continued in large volume during June, but output of crude 
petroleum declined in the latter part of the month, owing to reduced production in 


Texas fields. 


Value of construction contract awards showed little change from May to June, 
according to F. W. Dodge Corporation figures for 37 eastern States. Awards for 
private residential building decreased more than seasonally, following a sharp rise 
in May, and contracts for private non-residential building also declined. Contracts 
for public construction increased further in June, owing in part to expansion in the 
construction of Army and Navy air bases. 


DISTRIBUTION: Department store sales in June were maintained at the May 
level, although usually there is a considerable decline, and the Board's seasonally 
adjusted index advanced to 93 as compared with 87 in May and a level of about 
89 earlier in the year. Sales at variety stores showed little change from May to 
June, continuing at the advanced level that has prevailed since the beginning of the 


year. In the early part of July department store sales declined seasonally from the 
June level. 


Freight-car loadings increased further in June. Shipments of coal and mis- 
cellaneous merchandise continued to expand and loadings of coke, which usually 
decline at this season, showed a substantial rise. 


COMMODITY PRICES: Prices of a number of industrial materials, particularly 
steel scrap, copper, rubber, and silk, declined from the middle of June to the middle 
of July. Wheat prices also showed decreases in this period, while prices of livestock 
and products advanced owing partly to seasonal influences. 


AGRICULTURE: Production of major crops this season, according to the 
July 1 report of the Department of Agriculture, may be slightly lower than last 
season. Tobacco production will be sharply reduced from last year, when the crop 
was unusually large. Domestic supplies of wheat and other field crops as well as 
of vegetables and fruit are expected to show little change from last season. Indicated 
hog production this year will be about 10 per cent smaller than last year. 


BANK CREDIT: Total loans and investments at reporting member banks in 
101 leading cities increased during the five weeks ending July 10, chiefly as a result 
of increases in holdings of short-term United States Government obligations and in 
commercial loans. Holdings of United States Government bonds and loans to security 
brokers and dealers declined. 


The monetary gold stock increased by $885 million in this five-week period, the 
largest gold acquisition for any corresponding period on record. This inflow of gold 
was reflected in a growth of $310 million in foreign bank balances with the Federal 
Reserve Banks and in increased deposits and reserves of member banks. On July 10 
excess reserves of member banks amounted to $6,833 million. : 


GOVERNMENT SECURITY MARKET: Prices of Government securities, which 
had advanced sharply in June, showed further increases after July 8 when the 
Treasury announced a new bond issue for cash subscription. Between June 10 and 
July 15 the price of the 1960-65 bonds rose about 3 points, and the yield on this 
issue declined from 2.52 per cent to 2.34 per cent as compared with 2.26 per cent 
at the year’s peak in prices on April 2. 











